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In early August, the Ecuadoran Congress approved a law that will allow the executive to sell off 35%
of shares in the state telecommunications firm (Empresa Estatal de Telecomunicaciones, EMETEL).
Labor organizations and some opposition parties, however, say they will mount a legal challenge
through the courts to block the firm's privatization. When Congress passed the State Modernization
Law in early 1994, it paved the way for the sale of small state companies and provided the executive
a legal basis to contract private firms to run some services presently operated by the government.
But the law explicitly prohibited the sale of the country's four state monopolies: EMETEL, the oil
firm Petroecuador, the electricity institute INECEL, and the Social Security Institute (IESS). To
sell those companies, the government is required to obtain prior legislative approval for each sale,
even if the executive only proposes to privatize a minority stake in the firms (see NotiSur, 10/13/94,
11/17/94, and 08/03/95).
As a result, in mid-1994 President Sixto Duran Ballen's administration began lobbying the
legislature to approve a bill to sell off a 35% stake in the telecommunications firm as part of a
strategy to gradually privatize the four monopolies, beginning with Emetel and then progressing to
the other three companies. The bill moved extremely slowly through the legislature, largely because
of adamant labor opposition, which increased public controversy over EMETEL's privatization. In
mid-July, for example, EMETEL employees backed by workers from Petroecuador and INECEL
held a 48-hour work stoppage that virtually shut the oil, telecommunications, and electricity sectors
down, forcing Congress to open negotiations with the unions over the EMETEL privatization bill
(see NotiSur, 07/27/95).
Nevertheless, from the beginning the bill had the backing of the Partido Social Cristiano (PSC),
the strongest party in Congress with 26 of the legislature's 77 seats. Together with the 10 seats
held by pro-government parties, the Duran Ballen administration was able to negotiate enough
backing from other parties to muster a majority to pass the bill, paving the way for its approval
on Aug. 4. The new law calls for a public auction, to take place within 15 months, in which 35% of
company shares will be offered to one or more private investors. Of the remaining 65% of shares,
55% will be left in state hands, and another 10% stake will be set aside for EMETEL workers to
purchase, if the union opts to buy them. According to officials from the State Modernization Council
(Consejo de Modernizacion del Estado, CONAM), which oversees all privatizations, the government
will contract an international consulting firm to prepare the terms of sale. CONAM expects the
privatization to lead to US$1.5 billion in new investments in the telecommunications sector by the
year 2000.
"We will hire a foreign consulting firm to fully assess EMETEL's total assets, determine its legal
obligations, and clarify other matters before progressing to the call for bids on the firm," said
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CONAM executive secretary Patricio Pena. "The sale will allow the government to carry out
desperately needed investments to modernize the telecommunications sector and meet growing
domestic demand for telephone services." The government, however, will face stiff opposition
by labor organizations and some political parties, which vow to fight EMETEL's privatization
through the courts. Congressman Diego Delgado of the Partido Socialista Ecuatoriano (PSE), which
holds 2 seats in the legislature, said his party will submit a petition to the Court of Constitutional
Guarantees (Tribunal de Garantias Constitucionales, TGC) to overturn the law. According to
Delgado, although the 1994 State Modernization Law permits Congress to approve special
legislation to privatize EMETEL and the other state monopolies, the Constitution must still be
reformed to accommodate the new law, since the magna carta calls for exclusive monopoly control
by the government over strategic industries.
"This week I intend to submit a legal petition to the TGC to demand the law's repeal, since it
clearly violates the Constitution," said Delgado on Aug. 6. Moreover, representative Luis Almeida,
one of two independent deputies in Congress, says he will initiate legal proceedings against the
executive and some congresspeople because he claims the Duran Ballen administration bribed
many representatives to pass the bill into law. "The deputies who approved the bill received a total
of 4,000 sucres (US$1.5 million) among them, which was written off as budget expenditures," said
Almeida. "I will soon reveal the names of the deputies involved in the deal."
Almeida's accusations are potentially explosive given the political controversy that erupted
in July regarding alleged executive bribes to legislators to pass laws favored by the Duran
Ballen administration (see NotiSur - Latin American Political Affairs, 07/28/95). Finally,
telecommunications workers and the unions from other state monopolies are likely to mount
both legal challenges through the courts and strikes to block EMETEL's privatization. "We will
demand that the courts declare the new law unconstitutional, and we will use whatever other means
necessary to block the firm's privatization," said Leonardo Torres, head of the telecommunications
workers union (Federacion Nacional de Trabajadores de Telecomunicaciones, FENETEL). [Sources:
United Press International, 08/05/95; Reuter, 08/06/95; Agence France-Presse, 08/03-05/95, 08/07/95,
08/08/95]
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